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Hypothekenbank in Essen AG ¢ Postfach 101861 ¢ 45018 Essen ¢ Germany i Gildchofstrasse 1
] . . FUTUFAMTEND oo 45127 Essen
Registered Letter / Advice of Delivery CULTORATE S Germany
www.essenhyp.com
. .. info@essenhyp.com
Securities and Exchange Commission PUUTIITTN Tel,; +49 201 81350
Office of International Corporate Finance Fax: +49 201 8135-200
Room 3099 Bank Details:
450 Fifth Street, NW l?.c.“‘s‘““’ Bundesbank
. iliale Essen
Washington D.C. 20549 07028761 Account No.: 360 096 10
Unlted States BIC Code: HYES DE 3E
IBAN No.:
DE57360000000036009610
Your ref. Your message Our ref. Extension Essen Commerzbank AG
UM -486 18.12.07 Bank Code 360 400 39

Account No.: 177 64 75
IBAN No.:
DE93360400390177647500

SUPPL

File No. 824883 — Frequent Issuer Status of
Hypothekenbank in Essen AG

BEST AVAILABLE COPY

Dear Sir or Madam,

Please find enclosed Essen Hyp's website as of November 30, 2007
(English version) and the Interim Report as of September 30, 2007 (Eng-

lish version). PR@CESQED

We would be obliged if you could confirm that you have received this

information by returning the enclosed answer form to us. DEC 3 207
THOMS
Thank you very much for your assistance. FlNANcgt‘
Y fait Y,
(. Tle

o | Al
Hypothekenbank in Essen / /
Aktiengesellschaft ‘
Hypothekenbank in Essen Supervisory Board: Board of Managing Directors:
Aktiengesclischaft Michael Reuther Hubert Schulte-Kemper (Chairman)
HRB (Register of Companies) 7083 {Chairman) Burkhard Dallosch, Wolfgang Groth

Amtsgericht (Local Court) Essen ‘
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Seite 1 von 2

DEUTSCH
HOME - |INVESTOR RELATIONS - CREDIT RESEARCH - INFO POOL/PRESS - BONDS & NOTES - COMPANY
CONTACT
Pfandbrief Act
Section 28 (1) (1-3) PfandBG
in EUR m
a) Total amount outstanding Nominal vatue Present value Risk-adjusted present vatue
Sep 30, 2007 Sep 30, 2006 Sep 30, 2007 Sep 30, 2006 Sep 30, 2007 Sep 30, 2006

Mortgage Pfandbriefe 5,709.7 5,300.0 5,606.7 5,300.1 5,406.5 5,133.8
Cover assets 6.016.6 5,485.3 5,995.5 5,638.6 5,665.4 5,284.6

of which: derivatives - - - - -
of which: derivatives (%) - - - - - -
of which: additional cover* 1,010.6 1,054.3 1,012.8 1,278.0 8945 1,119.3
of which: further cover assets - - - - - .

deduction: currency scenario - - - - 23.3 -
Surplus cover 306.9 185.3 388.8 338.5 2356 150.8
in EUR m
Supplementary to a): Maturity structure Sep 30, 2007 Sep 30, 2006
{remaining time to maturity)
<=1 >1year<=5 >5years<=10 >10 <=1 >{year<=5 >5years<=10 >10
year years years years years years years years
Mortgage Pfandbriefe 1,101.6 2,670.5 1,588.1 3495 13942 2,4355 1,2528 2175
Cover assets 398.3 1,435.3 2,7541 1,4289 5325 §98.2 28838 11708
of which: additional cover* 0.7 32 48 10019 102.3 - 137.0 815.0
inEURm

i Tatal amannd ratotandinns MAaminal walaa Dracant valua Piel_adinotad mracant vualua

http://www.essenhyp.com/eng/creditresearch/ph_28 1 1 3 pfandBG.php 13.12.2007
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DEUTSCH

HOME - INVESTOR RELATIONS - CREDIT RESEARCH - |INFO POOL/PRESS - BONDS & NOTES < COMPANY
CONTACT

Pfandbrief Act
>Section 28 (2) (1a) PfandBG

Breakdown of the total amount of mortgage loans serving as cover as defined in Section 28 (1) (1) of the German Pfandbrief Act (PfandBG) by loan size in accordance with
Section 28 (2) (1a) of the PfandBG. All mortgage loans are stated at their nominal value. This overview is updated quarterly.

in EURm

Sep 30, 2007 Sep 30, 2006
<= € 300,000 3,844.2 3,228.6
> € 300,000 - € 5,000,000 378.1 394.6
> € 5,000,000 783.7 807.8
Total amount 5,006.0 4,431.0

Back Glossary Print Sitemap Imprint Legal Disclaimer
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HOME

INVESTOR RELATIONS

Pfandbrief Act
Section 28 (2) (1b and ¢) PfandBG

CREDIT RESEARCH

Breakdown of morigage loans serving as cover by countries in which the properties are located and by types of use

Germany

Condominiums

Detached and semi-detached houses
Apartment buildings

Office

Retail

Industrial

Other commercia! properties

Buildings under construction, not yet generating earnings

Building sites
Total Germany

England
Condominiums

Matnnhoad and anmsl datasabkhead baciamas

http://www.essenhyp.com/eng/creditresearch/ph_28 2 1 _b_c_pfandBG.php

Ealal

DEUTSCH
INFO POOL / PRESS BONDS & NOTES COMPANY
CONTACT
in EURm
Mortgage loans serving as cover
Sep 30, 2007 Sep 30, 2006

Commercial Residential Commercial Residential
- 796.4 - 649.1
- 2,882.4 - 2,460.4
- 409.5 - 391.9
. 276.7 - 360.5 -
236.7 - 2478 -
54.1 - 54.9 -
95.4 - 78.2 -
0.0 - 0.0 -
0.0 - 0.0 -
662.9 4,088.3 744 3,501.4
in EUR m

Mortgage loans serving as cover
Sep 30, 2007 Sep 30, 2006

Commercial Residential Commercial Residential

- 0.0 - 0.0

nn
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ELdi iU diiu Sen-ueaui ieud nuubed - [VAV] - y.u
Apartment buildings . 0.0 - 0.0
Office 75.2 - 77.4 -
Retail 0.0 - 0.0 -
Industrial 0.0 - 0.0 -
Other commercial properties 0.0 - 0.0 -
Buildings under construction, not yet generating earnings 0.0 - 0.0 -
Building sites 0.0 - 0.0 -
Total England 75.2 0.0 774 0.0

in EUR m

Mortgage loans serving as cover
Sep 30, 2007 Sep 30, 2006
Commercial Residential Commercial Residential

Belgium
Condominiums - 0.0 - 0.0
Detached and semi-detached houses - 0.0 - 0.0
Apartment buildings - 0.5 - 0.5
Office 0.0 - 0.0 -
Retail 0.0 - 0.0 -
Industrial 0.0 - 0.0 -
Other commercial properties 0.0 - .0 -
Buildings under construction, not yet generating earnings 0.0 - 0.0 -
Building sites 0.0 - 0.0 -
Total Belgium 0.0 0.5 0.0 0.5

in EURm

Mortgage loans serving as cover
Sep 30, 2007 Sep 30, 2006
Commercial Residential Commercial Residential

France
Condominiums - 0.0 - 0.0
Detached and semi-detached houses . 0.0 - 0.0
Apartment buildings - 0.0 - 0.0

- - s~

ttp://www.essenhyp.com/eng/creditresearch/ph 28 2 1 b ¢ pfandBG.php 13.12.2007



{ypothekenbank in Essen Aktiengesellschaft Seite 3 von 4

umce 322 - 4z -
Retail 0.0 - 0.0 -
Industrial 0.0 - 0.0 -
Other commercial properties 19.0 - 19.0 -
Buildings under construction, not yet generating earnings 0.0 - 0.0 -
Building sites 0.0 - 0.0 -
Total France 51.2 0.0 61.2 0.0

in EURm

Mortgage loans serving as cover
Sep 30, 2007 Sep 30, 2006
Commercial Residential Commercial Residential

The Netherlands
Condominiums - 0.0 - 0.0
Detached and semi-detached houses - 0.0 - 0.0
Apariment buildings - 0.0 - 0.0
Office 40.3 - 49.1 -
Retail 0.0 - 0.0 -
Industrial 0.0 - 0.0 -
Other commercial properties 0.0 - 0.0 -
Buildings under construction, not yet generating earnings 0.0 - 0.0 -
Building sites 0.0 - 0.0 -
Total The Netherlands 40.3 0.0 49.1 0.0

in EURm

Mortgage loans serving as cover
Sep 30, 2007 Sep 30, 2006
Commercial Residential Commercial Residential

Switzerland
Condominiums - 0.0 - 0.0
Detached and semi-detached houses - 0.0 - 0.0
Apartment buildings - 0.0 - 0.0
Office 87.5 - 0.0 -
Retail 0.0 - 0.0 -

http://www.essenhyp.com/eng/creditresearch/ph_28 2 1 b ¢ pfandBG.php 13.12.2007
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Industrial

Other cornmercial properties

Buildings under construction, not yet generating earnings
Building sites

Total Switzerland

Total

Back Glossary Print  Sitemap  Imprint  Legal Disclaimer
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0.0
0.0
0.0
0.0

87.5

917.1

0.0

4,088.8

0.0
0.0
0.0
0.0
0.0

9291

0.0

3.501.9
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DEUTSCH
ESSEN Hyr
HOME - INVESTOR RELATIONS - CREDIT RESEARCH - INFO POOL/PRESS - BONDS & NOTES - COMPANY
CONTACT
Pfandbrief Act
Section 28 (2) (2) PfandBG

Tetal amount of payments in arrears for at least 90 days in respect of the mortgage loans serving as cover for mortgage Pfandbriefe as defined in Section 28 (1) (1) of the German
Pfandbrief Act {(PfandBG). These figures are broken down by countries and updated quarterly.

in EUR m

Total amount of payments in arrears for more than 90 days Sep 30, 2007 Sep 30, 2006

Germany 0.0 0.0
Total 0.0 0.0

Back Glossary Print Sitemap Imprint Legal Disclaimer
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HOME - INVESTOR RELATIONS

Pfandbrief Act

Section 28 (3) (1) PfandBG

CREDIT RESEARCH INFO POOL / PRESS

DEUTSCH

BONDS & NOTES - COMPANY

Assets serving as cover for the public-sector Pfandbriefe outstanding (in accordance with Section 28 (1) (1) of the German Pfandbrief Act (PfandBG)). The figures are broken down
by the countries in which the borrowers are domiciled and show the nominal value of the cover assets broken down by borrower types (in accordance with Sectlon 28 (3) {1)

PtandBG).

Austria
Government
Regicnal authorities
Local authorities
Other borrowers
Total

Belgium
Government
Regional authorities
Local authorities
Other borrowers
Total

Canada
Government

[ Y DR Y S g

http://www.essenhyp.com/eng/creditresearch/ph_28_3_1_pfandBG.php

Assets serving as cover in EUR m

Sep 30, 2007 Sep 30, 2006
0.0 0.0

127.0 0.0

0.0 0.0

1,897.3 1,383.2
2,024.3 1,383.2

Assets serving as cover in EUR m

Sep 30, 2007 Sep 30, 2006
0.0 0.0

0.0 0.0

0.0 0.0

115.0 90.0

115.0 90.0

Assets serving as cover in EUR m
Sep 30, 2007 Sep 30, 2006

0.0 0.0

armn dre .
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regional aumnonues
Local authorities
Other borrowers
Total

Cyprus
Government

Regional authorities
Local authorities
Other borrowers
Total

Czech Republic
Government
Regional authorities
Local authorities
Other borrowers
Total

Denmark
Gavernment
Regiona! authorities
Local authorities
Other borrowers
Total

Einland

4o50.9

0.0
434.0
884.9

400.4

0.0
176.5
631.9

Assels serving as cover in EUR m

Sep 30, 2007

99.5
0.0
0.0
0.0

89.5

Sep 30, 2006

99.5
0.0
0.0
0.0

99.5

Assets serving as coverin EUR m

Sep 30, 2007

125.5
0.0
0.0
0.0

125.5

Sep 30, 2006

238.0
0.0
49.1
11.8
298.9

Assets serving as cover in EUR m

Sep 30, 2007

0.0
0.0
0.0
271.5
2M.5

Sep 30, 2006

0.0
0.0
0.0
231.0
231.0

Assets serving as cover in EUR m

Sep 30, 2007

Sep 30, 2006
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v e
Government
Regional authorities
Local authorities
Other borrowers
Total

France
Government
Regional authorities
Local authorities
Other borrowers
Total

Germany
Government
Regional authorities
Local authorities
Other borrowers
Total

Great Britain
Government
Regional authorities
Local authorities
Other borrowers
Total

ttp://www.essenhyp.com/eng/creditresearch/ph_28 3 1 pfandBG.php

0.0 447.8
0.0 0.0
0.0 0.0
99.0 169.0
99.0 616.8

Assets serving as cover in EUR m

Sep 30, 2007 Sep 30, 2006
25 25

0.0 0.0

92 12.3

1,103.5 1,045.0
1,115.2 1,059.8

Assets serving as cover in EUR m

Sep 30, 2007 Sep 30, 2006
1,392.1 2,907.2
25,7131 27,352.3
2,478.8 2,4109
18,543.0 18,4908
48,127.0 51,161.2

Assels serving as cover in EUR m

Sep 30, 2007 Sep 30, 2006
0.0 0.0

0.0 0.0

204.2 41.3

929.7 794.8

1,133.9 836.1

Assets serving as cover in EUR m

Seite 3 von 9

13.12.2007



{ypothekenbank in Essen Aktiengesellschaft

Greece
Government
Regional authorities
Local authorities
Other borrowers
Total

Hungary
Government
Regional authorities
Local authorities
Other borrowers
Total

lceland
Government
Regional authorities
Local authorities
Other borrowers
Total

freland
Government
Regional authorities
Local authorities
Other borrowers
Total

ittp://www.essenhyp.com/eng/creditresearch/ph_28 3 1 pfandBG.php

Sep 30, 2007

792.5
0.0
0.0

35.0

827.5

Sep 30, 2006

827.5
0.0
0.0

35.0

862.5

Assets serving as cover in EUR m

Sep 30, 2007

218.2
0.0
0.0

50.0

268.2

Sep 30, 2006

546.2
0.0
0.0

50.0

596.2

Assets serving as coverin EUR m

Sep 30, 2007

0.0
0.0
0.0
216.0
216.0

Sep 30, 2006

0.0
0.0
0.0
2545
254.5

Assets serving as cover in EUR m

Sep 30, 2007

0.0
0.0
0.0
2717
271.7

Sep 30, 2006

0.0
0.0
0.0
165.0
165.0
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taly
Government
Regional autherities
Local authorities
Other borrowers
Total

Japan
Government
Regional authorities
Local authorities
Other borrowers
Total

Latvia

Government
Regional authorities
Local authorities
Other borrowers
Total

Lithunia
Government
Regional authorities
Local authorities
Other borrowers

Trbal

http://www.essenhyp.com/eng/creditresearch/ph 28 3 1 pfandBG.php

Assets serving as cover in EUR m

Sep 30, 2007 Sep 30, 2008
1,275.6 2,225.0

800.9 1,008.3

290.7 344.9

97.8 10.0

2,465.0 3,588.2

Assets serving as cover in EUR m

Sep 30, 2007 Sep 30, 2006
6.1 0.0

87.0 87.0

67.3 0.0

0.0 0.0

160.4 87.0

Assets serving as cover in EUR m

Sep 30, 2007 Sep 30, 2006
0.0 45.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 45.0

Assets serving as cover in EUR m

Sep 30, 2007 Sep 30, 2006
0.0 39.0
0.0 0.0
0.0 0.0
0.0 0.0
an a0 N
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1uual

Luxembourg
Government
Regional authorities
Local authorities
Other borrowers
Total

Norway
Government
Regional authorities
Local authorities
Other borrowers
Total

Poland
Government
Regional authorities
Local authorities
Other borrowers
Total

Portugatl
Government
Regional authorities
Local authorities

ittp://www.essenhyp.com/eng/creditresearch/ph_28 3 1 pfandBG.php

2.

Assets serving as cover in EUR m

Sep 30, 2007

0.0
0.0
0.0
201.2
201.2

Sep 30, 2006

0.0
0.0
0.0
1445
144.5

Assels serving as cover in EUR m

Sep 30, 2007

0.0
0.0
0.0
192.5
192.5

Sep 30, 2006

0.0
0.0
0.0
85.0
85.0

Assets serving as cover in EUR m

Sep 30, 2007

512.8
0.0
0.0
0.0

512.8

Sep 30, 2006

516.4
0.0
0.0
0.0

516.4

Assets serving as cover in EUR m

Sep 30, 2007

1,000.0
0.0
0.0

Sep 30, 2006

1,082.0

0.0
0.0
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Other borrowers
Total

Slovak Republic
Government
Regional authorities
Local authorities
Other borrowers
Total

Slovenia
Government
Regicnal authorities
Local authorities
Other borrowers
Total

Spain

Government
Regional authorities
Local authorities
Other borrowers
Total

Sweden
Government
Regional authorities

http://www essenhyp.com/eng/creditresearch/ph_28_3 1_pfandBG.php

0.0
1,000.0

0.0
1,082.0

Assets serving as cover in EUR m

Sep 30, 2007

212.5
0.0
0.0
0.0

2125

Sep 30, 2006

297.5
0.0
0.0
0.0

297.5

Assets serving as cover in EUR m

Sep 30, 2007

142.9
0.0
0.0
0.0

142.9

Sep 30, 2006

0.0
0.0
0.0
0.0
0.0

Assets serving as cover in EUR m

Sep 30, 2007

0.0
1,819.2
10.0
1,653.5
34827

Sep 30, 2006

0.0
2,053.4
10.0
2,036.8
4,100.2

Assets serving as cover InEUR m

Sep 30, 2007

0.0
0.0

Sep 30, 2006

0.0
0.0
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Local authorities 263.3 270.5
Other borrowers 40.0 0.0
Total 303.3 270.5

Assets serving as cover in EUR m

Sep 30, 2007 Sep 30, 2006
Switzerland
Government . 0.0 0.0
Regional authorities 313.2 214.1
Local authorities 81.9 54.2
Other borrowers 375.2 150.0
Total 770.3 418.3

Assets serving as cover in EUR m

Sep 30, 2007 Sep 30, 2006
The Netherlands
Government 0.0 0.0
Regional authorities 0.0 0.0
Local authorities 93.8 1.9
Other borrowers 4170 467.0
Total 510.8 468.9

Assets serving as cover in EUR m

Sep 30, 2007 Sep 30, 2006
United Staates
Government 2755 83.0
Regional authorities 3439 278.0
Local authorities 953.5 6344
Other borrowers . 667.3 377.9
Total 2,240.2 1,373.3
Assets serving as coverin EUR m
Sep 30, 2007 Sep 30, 2006
Others
Government 0.0 0.0

http://www.essenhyp.com/eng/creditresearch/ph_28 3 1 pfandBG.php 13.12.2007
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Regional authorities 0.0 0.0
Local authorities 0.0 0.0
Other borrowers 53.2 0.0
Total i 53.2 0.0
Total amount 67,827.0 70,8124

Back Glossary Print Sitemap Imprint Legal Disclaimer
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DEUTSCH
HOME - INVESTOR RELATIONS - CREDIT RESEARCH - INFO POOL /PRESS - BONDS & NOTES COMPANY
CONTACT
Pfandbrief Act
Section 28 (3) (2) PfandBG

Total amount of payments in arrears for at least 90 days in respect of the public-sector loans serving as cover for public-sector Pfandbriefe as defined in Section 28 (1) (1) of the
German Pfandbrief Act (PfandBG). These figures are broken down by regions and updated quarterty (Section 28 (3) (2) PfandBG).

Total amount of payments in arrears for more than 80 days in EUR m

Sep 30, 2007 Sep 30, 2006
Country 0.0 0.0
Government 0.0 0.0
Regional authorities 0.0 0.0
Loca! authorities 0.0 0.0
Other borrowers 0.0 0.0
Total 0.0 0.0

Back Glossary Print Sitemap Imprint Legal Disclaimer
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DEUTSCH
EssEN Hyp
HOME - INVESTOR RELATIONS - CREDIT RESEARCH - INFO POOL/PRESS - BONDS & NOTES - COMPANY
CONTACT
Pfandbrief Act
Archive

This is where we file the quarterly information which we publish in accordance with Section 28 of the German Pfandbrief Act (PfandBG). Accordingly,
investors can compare the current data to the figures from the previous quarters.

September 30, 2007

P Sec. 28(1) (1-3) PfandBG
? Sec. 28 (2) (1a) PfandBG
b Sec. 28 (2) (1b.c) PfandBG
b Sec. 28 (2) (2) PfandBG

b Sec. 28 (3) (1) PfandBG

b Sec. 28 (3) (2) PfandBG

June 30, 2007

b Sec. 28 (1) (1-3) PfandBG
b Sec. 28 (2) (1a) PfandBG
b Sec. 28 (2) (1b,c) PfandBG
b Sec. 28 (2) (2) PfandBG

» Sec. 28 (3) (1) PfandBG

b Sec. 28 (3) (2) PfandBG

March 31, 2007
b Sec. 28 (1) (1-3) PfandBG
b Sec. 28 (2) (1a) PfandBG
b Sec. 28 (2) (1b,c) PfandBG
b Sec. 28 (2) (2) PfandBG

b Sec. 28 (3) (1) PfandBG

b Sec. 28 (3) (2) PfandBG

December 31, 2006

b Sec. 28 (1) (1-3) PfandBG
b Sec. 28 (2) (1a) PfandBG
b Sec. 28 (2) (1b,c) PfandBG
> Sec. 28 (2) (2) PfandBG

b Qanr 99 /2) /1) DfandRM

http://www.essenhyp.com/eng/creditresearch/archiv/index.php 13.12.2007



Credit Research - Pfandbrief Act - Archiv Seite 2 von 2

" WOV LW WAL a LG

b Sec. 28 (3) (2) PfandBG
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DEUTSCH
EsskEN Hyr
HOME - INVESTOR RELATIONS - CREDIT RESEARCH - INFO POOL /PRESS - BONDS & NOTES - COMPANY
CONTACT

Public-sector loans
Breakdown of cover pool by rating

S & P/ Moody's / Fitch 30.11.2007
Should the rating agencies come to different rating results, the warst rating is taken into account.

by rating in Euro in%

m

AAA [ Aaa | AAA 20,814 31.16
AA+ [ Aal / AA+ 6,363  9.53
AA [ AaZ | AA 5,511 8.25
AA- [ Aa3 | AA- 13,855 20.75
A+TA1] A+ 4209 644
AlA2IA 3,012 4.51
A- A3 A- 1,134 1.69
BBB+ / Baal / BBB+ 511 0.77
BBEB / Baa2 / BBB E=hl .14
Without rating * 11,189 16.76
Total 66,77¢ 100.00

* - Without rating inEurom  in%
Public-sector banks and saving banks 5875 8.80
Cities, municipalities, non-profit organizations and loans guaranteed by municipal authorities 4307 645

Loans within the EU (public-sector banks, EU member states, regicnal governments, cities and municipalities). Loans guaranteed by EU 796 1 0na

http://www.essenhyp.com/eng/creditresearch/psl_breakdown_by _rating.php 13.12.2007
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member states and EU institutions. fpse Ve
Others 281 0.42
Total 11,189 16.76
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Public-sector loans Breakdown of cover pool by borrowers and regions

Esse N Hyr

HOME - INVESTOR RELATIONS - CREDIT RESEARCH INFO POOL / PRESS
CONTACT
Public-sector loans
Breakdown of cover pool by borrowers and regions
Cover fund total: Euro 66,776 m
Information as permitted
by banking confidentiality. 30.11.2007

Please click on the different parts of the pie chart for further information,

Credit institutions
governed by public
law and savings
banks

Foreign territorial authorities
and institutions governed
by pubtic law

13.28%

Public-sector credit
institutions with
spectal tasks

(risk weighting of Q)

Towns and
municipalities,
municipal special
purpose associations,
non-profit organizations

and loans guaranteed
by municipal authorities

- 39.73%
The German Federal
Government, the Federal
Governments Special Fund
and the German Federal
States {Lander}

by borrowers

The German Federal Government, the Federal Governments Special Fund and the German Federal States (Lander)

Towns and municipalities, municipal special purpose associations, non-profit organizations and loans guaranteed by municipal authorities

http://www .essenhyp.com/eng/creditresearch/psl_breakdown_by borrowers_and region.php

BONDS & NOTES

DEUTSCH

COMPANY

in Eurom
26,531
4,452

in %
39.73
6.67
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Public-sector credit institutions with special tasks (risk weighting of 0)
Credit institutions governed by public law and savings banks

Foreign territorial authorities and institutions governed by public law
Total

Back Glossary Print Sitemap Imprint Legal Disclaimer
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7,308
8,865
19,620
66,776

10.94
13.28
20.38
100.00
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DEUTSCH
ESSEN Hy P
HOME - |INVESTOR RELATIONS - CREDIT RESEARCH - INFOQO POOL/PRESS - BONDS & NOTES - COMPANY
CONTACT

Public-sector loans

Breakdown of cover pool by borrowers and regions
Cover fund total: Euro 66,776

Information as permitted

by banking confidentiality. 30.11.2007
The German Federal Government, the Federal Government's Special Fund and the German Federal States (Linder) in Eurom
Federal Government of Germany 200
Federal Government's Special Fund 702
Laender {individual German Federal States) 25,629
Totai 26,531

Back Glossary Print Sitemap Imprint Legal Disclaimer
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DEUTSCH
ESsEN Hyr
HOME - INVESTOR RELATIONS - CREDIT RESEARCH - |INFO POOL/PRESS - BONDS & NOTES - COMPANY
CONTACT
Public-sector loans
Breakdown of cover pool by borrowers and regions
Cover fund total: Euro 66,776 m
by banking confdentiaty. 30.11.2007
Towns and Scamnmvm_&mm.. _.._.E:,o:um_ ﬁ_u..onmm_ purpose associations, non-profit organizations and in Euro m
loans guaranteed by municipal authorities
Baden-Wuerttemberg 268
Bavaria 134
Berlin 0
Brandenburg 0
Bremen 20
Hamburg 527
Hesse 292
Lower Saxony 831
Mecklenburg-Western Pomerania 25
North Rhine-Westphalia 1,485
Rhineland-Palatinate 132
Saarland 79
Saxony 8
Saxony-Anhalt 3
Schleswig-Holstein 633
Thuringia 17

http://www.essenhyp.com/eng/creditresearch/psl_breakdown by borrowers_and regions 01.php 13.12.2007
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Total 4,452
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DEUTSCH
EsseN Hyr
HOME - INVESTOR RELATIONS - CREDIT RESEARCH - INFO POOL/PRESS - BONDS & NOTES - COMPANY
CONTACT
Public-sector loans
Breakdown of cover pool by borrowers and regions
Cover fund total: Euro 66,776 m
Information as permitted
by banking confidentiality. 30.11.2007
Public-sector credit institutions with special tasks (risk weighting of 0) in Eurom
special public sector banks (solva 0) 7,308
Total 7,308

Back Glossary Print  Sitemap Imprint Legal Disclatmer
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HOME -+ INVESTOR RELATIONS - CREDIT RESEARCH - INFO POOL/ PRESS
CONTACT

Public-sector loans

Breakdown of cover pool by borrowers and regions

Cover fund total: Euro 66,776 m

Infermation as permitted
by banking confidentiality.

Credit institutions governed by public law and savings banks

Public-sector banks/ financial institution

Savings banks in
Baden-Wuerttemberg

Bavaria

Bremen

Hamburg

Hesse

Lower Saxony
Mecklenburg-Western Pomerania
North Rhine-Westphalia
Rhineland-Palatinate

Saarland

Saxony

Schleswig-Holstein

Mortgage foans guaranteed by the public-sector
Total

http://www.essenhyp.com/eng/creditresearch/psl_breakdown by borrowers _and regions 44.php

BONDS & NOTES

DEUTSCH

COMPANY

30.11.2007

in Eurom
4,083

in Euro m
1,069

55

35

105

217

507

55

2,211

101

25
390
12
8,865
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Public-sector loans
Breakdown of cover pool by borrowers and regions
Cover fund total; Eurg 66,776 m

Information as permitted

by banking confidentiality. 30.11.2007
Loans within EU in Eurom
Public-sector banks in EU member states 5,770
EU member states 4,177
EU regional governments 2,724
EU member states, cities and municipalities 939
Loans guaranteed by EU member states 1,203
EV institutions 81
Subtotal 14,894
Other Foreign Loans in Eurom
Public-sector banks 1,443
States 337
Regional governments 1,400
cities and municipalities 1,103
Loans guaranteed by foreign states 443
Subtotal 4,726
Total 19,620

http://www.essenhyp.com/eng/creditresearch/psl_breakdown_by_ borrowers_and_regions loans_within_the_eu.php 13.12.2007
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Public-sector loans
Breakdown of cover pool by countries
30.11.2007
by countries in Eurom in %
Austria 2,085 3.12
Belgium 365 0.55
Canada 869 1.30
Cyprus 100 0.15
Czech Republic 128 0.19
Denmark 27 0.41
Finland 99 0.15
France 1,115 1.67
Germany 47,155 70.61
Great Britain 740 1.1
Greece 828 1.24
Hungary 267 0.40
Iceland 213 0.32
Ireland 272 0.41
Italy 2121 3.18
Latvia 0 0.00
Lithunia 0 0.00
Luxembourg 201 0.30
Norway 193 0.29

http://www.essenhyp.com/eng/creditresearch/psl breakdown by countries.php 13.12.2007
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+oland 511 u.rs
Portugal 1,000 1.50
Slovak Republic 212 0.32
Slovenia 143 0.21
Spain 3,637 5.44
Sweden 299 0.45
Switzerland 747 1.12
The Netherlands 507 0.76
The United States 2,459 367
Others 239 0.36
Total 66,776 100.0¢
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Public-sector loans
Breakdown of cover pool by risk weighting

30.11.2007
Risk weighting in Eurom in %
0% 46,407 69.50
10% 550 0.82
20% 19,819 29.68
100% 0 0.00
Total 66,776 100.00
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Public-sector ioans - Cover pool at market value

INVESTOR RELATIONS

Development / Stress scenario

Date

30.11.2007
31.10.2007
30.09.2007
31.08.2007
31.07.2007
30.06.2007
31.05.2007
30.04.2007
31.03.2007
28.02.2007
31.01.2007
31.12.2006

Back  Glossary  Print

Market
value

{cover
pool)

66,808.94
66,969.22
67,654.23
68.807.74
68,776.54
72,309.82
74,202.07
74,658.88
75,574.62
75,841.21
76,499.57
77,318.59

Market value
(public-sector
Pfandbriefe)

63,616.70
64,113.48
64,151.12
65,364.84
65,138.57
68,660.80
70,467.98
71,025.80
71,350.59
71,6565.45
72,813.67
73,086.08

Sitemap  Imprint

CREDIT RESEARCH

Market value

c owem_“_wrcm m ....om.M._.u m__._._. ma\a
3,192.24 5.02
2,855.74 4.45
3,503.11 5.46
3,442.90 5.27
3.637.97 5.58
3,649.02 5.31
3,734.09 5.30
3,633.08 512
4,224.03 5.92
4,185.76 5.84
3,685.90 5.06
4,232.51 5.79
Lega! Disclaimer
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Market value
(dynamic approach)

Surplus cover
in€min the
case of rising
yields

2,590.11
2,296.92
2,964.39
2,870.09
3.167.10
3.060.67
3.130.11%
3,088.26
3,694.72
3,511.98
2,947.214
3,678.37

Surplus cover
in % in the case
of rising yields

417
3.67
4.74
4.66
4,99
4.57
455
4.46
53
5.03
415
5.02

http://www.essenhyp.com/eng/creditresearch/psl_cover_pool development stress scenario.php

BONDS & NOTES

DEUTSCH
COMPANY
Market value
{dynamic approach)
S iner  Surplus cover
case ofaing (41" e cene
3,659.73 5.61
3,279.61 4.99
3,966.92 6.03
3,763.: 561
4,065.11 6.08
4,250.65 6.04
4,378.30 6.06
4,236.12 5.81
4,802.82 6.56
4,933.20 6.70
4,483.12 6.00
4,910.79 6.54
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EsseEN Hyp

HOME - INVESTOR RELATIONS

Public-sector loans

Breakdown of cover pool

Surplus cover

Date

301172007
31/10/2007
30/09/2007
31/08/2007
3/07/2007
30/06/2007
31/06/2007
30/04/2007
31/03/2007
28/02/2007
31/01/2007
31/12/2006

Public-sector
Pfandbriefe
outstanding

64,865.76
65,560.74
66,230.50
66,934.00
67,010.28
70,720.9%
72,307.15
72,921.37
72,717.34
73.061.94
74,397.23
74,523.60

CREDIT RESEARCH

Cover

66,775.63
67,068.82
68,340.88
69,026.33
69,184.24
72,918.70
74,433.62
74,773.94
75,174.614
75,185.79
76,062.10
76,568.35

* For technical reasons (e.g. due to the absence of certificates).
These bonds and loans are usually included in the cover pool within a few weeks.

Back  Glossary

Print

Sitemap Imprint

Lega! Disclaimer
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Surplus
cover

1,909.87
1,508.08
2,110.38
2,082.33
2,173.96
2,197.79
2,126.47
1,852.57
2,457.30
2,123.85
1,664.87
2,044.75

http://www.essenhyp.com/eng/creditresearch/ps]_breakdown_surplus copver.php

in%

2.90
2.30
3.20
3.10
3.20
3.10
2,90
2.50
3.40
2.90
22

27

BONDS & NOTES

Bonds and
loans not yet
serving
as cover*

53.90
52.40
57.10
135.20
265.30
905,80
423.00
75530
300.90
279.10
336.40
231.30

Seite 1 von 1

DEUTSCH

COMPANY

all amounts in Euro m

in % Total
in%
0.10 3.00
0.10 2.40
0.10 3.30
0.20 3.30
0.40 3.60
1.30 4.40
0.6 3.50
1.0 3.50
0.40 3.80
0.4 3.3
0.5 27
0.3 3.0
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Public-sector loans - Breakdown of new lending commitments
by rating
S & P/ Moody’s / Fitch 30.11.2007
Should the rating agencies come to different rating results, the worst rating is taken into account.
by rating in Eurom in%
AAA [ Aaa/ AAA 6,750 32.94
AA+ [ Aa1 /] AA+ 2,010 9.81
AA [ Aa2 | AA 1,989 9.71
AA- 1 Aald | AA- 4,207 20.53
A+ A1 A+ 1,242 6.06
ATA2IA 1,503 7.33
A-1 A3/ A- 580 2.83
BBB+ / Baal / BBB+ 0 0.00
BBB / Baa2 / BBB 0 0.00
Without rating * 2,212 10.79
Total 20,493 100.00
* - Without rating in Eurom in %
Public-sector banks and saving banks 646 3.15
Cities, municipalities, non-profit organizations and loans guaranteed by municipal authorities 1,462 7.13
Leans within the EU {Public-sector banks, _mc .Bm.auﬂ states, regional governments, cities and municipalities). Loans 104 0.51
guaranteed by EU member states and EU institutions.
Others 0 0.00
Total 2,212 10.79

http://www.essenhyp.com/eng/creditresearch/psl_breakdown_of new by rating.php
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Public-sector loans - Breakdown of new lending commitments

HOME - INVESTOR RELATIONS - CREDIT RESEARCH - INFO POOL/PRESS - BONDS & NOTES
CONTACT

Public-sector loans - Breakdown of new lending commitments

by borrowers and regions

Information as permitted
by banking confidentiality. 30.11.2007

Please click on the different parts of the pie chart for further information.

—— Towns and municipalities, municipal
]// special purpose associations,
non-profit organizations and loans

guaranteed by municipal
7.319% authorities

Credit institutions

governed by public
law and savings

banks ———_

1.87%

43.049% The German Federal

Government, the Federal
Governments Special
Fund and the German

Federal States (Lander)

Public-sector credit
institutions with special
¥~ tasks (risk weighting of )

13.25%

by borrowers

The German Federal Government, the Federal Government's Special Fund and the German Federal States (L4nder)

Towns and municipafities, municipal special purpose associations, non-profit organizations and loans guaranteed by municipal authorities
Public-sector credit institutions with special tasks (risk weighting of 0)

radit inatitudinne Amcarnad by nohlic law and cavinas hanke

http://www.essenhyp.com/eng/creditresearch/psl_breakdown of new by borrowers and region.php

DEUTSCH
COMPANY
inEurom in%

8,820 43.04

1,499 7.31

2,715 13.25

anA 1R7
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Foreign territorial authorities and institutions governed by public law 7075 34.53
Total 20,493 100.00
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Public-sector loans - Breakdown of new lending commitments

by borrowers and regions

Information as permitted
by banking confidentiality.

BONDS & NOTES

The German Federal Government, the Federal Government's Special Fund and the German Federal States {(L&nder)

Federal Government of Germany

Federal Government's Special Fund
Laender (individua! German Federal States)
Total

Back Glossary Print Sitemap Imprint

Legal Disclaimer
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30.11.2007

in Euro m
407

0

8,413
8,820
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Public-sector loans - Breakdown of new lending commitments

by berrowers and regions

information as permitted
by banking confidentiality.

Towns and municipalities, municipal special purpose associations, non-profit organizations and
toans guaranteed by municipal authorities

Baden-Wuerttemberg
Bavaria

Berlin

Brandenburg

Bremen

Hamburg

Hesse

Lower Saxony
Mecklenburg-Western Pomerania
North Rhine-Westphalia
Rhineland-Palatinate
Saarland

Saxony

Saxony-Anhalt
Schleswig-Holstein
Thuringia

Total

http://www.essenhyp.com/eng/creditresearch/psl_breakdown_of new_commitments 16.php

DEUTSCH

COMPANY

30.11.2007

in Eurom

74
20

103
165

€98
61
17

270
30
1,499
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Public-sector loans - Breakdown of new lending commitments

by borrowers and regions

Information as permitted
by banking confidentiality.

Public-sector credit institutions with special tasks (risk weighting of 0}
special public sector banks ( solva 0)
Total

Back Glossary Print Sitemap Imprint Legal Disclaimer

DEUTSCH

BONDS & NOTES - COMPANY

30.11.2007

inEurom
2,715
2,715
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Public-sector loans

Breakdown of new lending commitments by borrowers and regions

Information as permitted
by banking confidentiality.

Credit institutions governed by public law and savings banks

Public-sector banks and Private banks/ financial institution

Savings banks in
Baden-Wuerttemberg
Bremen

Bavaria

Hamburg

Hesse

Lower Saxony
Mecklenburg-Western Pomerania
North Rhine-Westphalia
Rhineland-Palatinate
Saxony
Schleswig-Holstein
Total

Back Glossary  Print  Sitemap Imprint Legal Disclaimer

DEUTSCH

BONDS & NOTES - COMPANY

30.11.2007

in Eurom
194

in Euro m

O O o O o Q o

130

25
35
384

http://www.essenhyp.com/eng/creditresearch/psl_breakdown_of private banks and savings banks.php
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Public-sector loans - Breakdown of new lending commitments

by borrowers and regions

Information as permitted
by banking confidentiality.

Loans within EU

Public-sector banks in EU member states
EU member states

EU regional governments

ELU) member states, cities and municipalities
Loans guaranteed by EU member states
EU institutions

Subtotal

Other Foreign Loans

Public-sector banks

States

Regional governments

Foreign member states, cities and municipalities
Leans guaranteed by foreign states

Subtotal

Total

Back  Glossary Print  Sitemap  Imprint  Legal Disclaimer

http://www.essenhyp.com/eng/creditresearch/psl_breakdown of new_ commitments.php
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DEUTSCH

BONDS & NOTES COMPANY

30.11.2007

in Eurom
3,610

607

142

142

90

0

4,591

in Euro m
1,186

339

475

436

48

2,484
7,075
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Public-sector loans - Breakdown of new lending commitments

by countries

by countries
Austria
Belgium
Canada
Cyprus

Czech Republic
Denmark ,
Estonia
Finland
France

Great Britain
Germany
Greece
Hungary
Iceland
Ireland

Italy

Latvia
Lithunia
Luxembourg

in Eurom
1,162

325

385

241

20

55
237
13,419
28

50
332
674

http://www essenhyp.com/eng/creditresearch/psl_breakdown_of new_by_countries.php

BONDS & NOTES

DEUTSCH

COMPANY

30.11.2007

in %
5.67
1.59
1.88
0.00
0.00
1.18
0.00
0.10
0.27
1.16
85.47
0.14
0.00
0.24
1.62
3.29
0.00
0.00
0.00
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Norway 134 0.65
Poland 60 0.29
Portugal 100 0.49
Slovak Republic 0 0.00
Slovenia 0 0.00
Spain 1,104 5.39
Sweden 40 0.20
Switzerland 376 1.83
The Netherlands 213 1.04
The United States 1,407 6.86
Others 131 0.64
Total 20,493 100.00
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Public-sector loans - Breakdown of new lending commitments
by risk weighting

Risk weighting
0%

10%

20%

Total

Back  Glossary Print Sitemap Imprint  Legal Disclaimer
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in Eurom
14,489

520

5,484
20,493

DEUTSCH

COMPANY

30.11.2007

in%
70.70
254
28.76
100.00
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Risk Report management procedures enable Hypothekenbank
in Essen AG optimally to attain its overall banking
goals. Furthermore, we ¢nsure comprehensive risk
management in order to meet the expectations and

Fundamental principles requirements of our parent company, our investors

Concept and goals of risk management and capital market partners, rating agencies and the

Risk is an integral part of all entrepreneurial activity — regulatory authoritics. We consider risk management

and involves a danger that corporate goals may not  to be the entire set of all organizational regulations

be attained due to internal and/or external events or  and measures for the identification of risk and the
actions or decisions, or that indeed the continuation  conscious and target oriented treatment of such
of the company as a going concern may be jeopar-  risk. A comprehensive system for risk identification,
dized. Only conscious and target oriented risk ecarly warning, evaluation (analysis and assessment),

The risk management system at Hypothekenbank in Essen AG

Early warning Risk management Risk controlling
system
Indicators: Measurement and Limitation of Monitoring and
e.g. credit business evaluation of the individual risks and communication of
main risks overall risk individual rigks,

Within and/or outside .
overall risk and

the rating system also diversification Implementation ) )
. compliance with the
effects/portfolio level, of measures, e.g. dit risk strat
e.g. credit risk model transfer of credit risk crecit nisk siralegy

Reporting

Suggestions for action

Risk identification Risk management Risk contro!

active passive

Risk avoidance Risk underwriting
Risk reduction/

limitation

Risk transfer
Risk diversification
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contrel and monitoring within the scope of a risk
management system is therefore an integral part of
Essen Hyp’s business processes.

Our risk management system is oriented on the
business and credit risk strategy and therefore

on the bank’s corporate goals and constitutes

a supplement to our strategic and operational
planning. Its function is, in particular, assuring the
bank’s existence and its future success.

The concept of risk represents the danger that actual
results will be different from those expected. It can
therefore be described as a probability distribution

Risk categories

Market risk Credit risk

» Default and
credit quality risk
risk

* interest rate risk
* Currency risk
+ Volatility risk

+ Credit
spread risk

+ Concentration
and cluster risk

* Country risk
* Trading book

'ra g boo = Settlement risk
risk
* Advance

payment risk

* Replacement
risk

+ Performance
risk

+ Cover pool risk

Liquidity risk

* Market liquidity

* Funding risk

in which both positive and negative vanances take
place around an expected value. A positive variance
is described as an opportunity, whereas a negative
variance is considered to be a threat.

Risk categories

Market risk. The term market risk generally comprises
all risks involving unfavorable developments in the
money and capital markets, Such risks result from
the fluctuation of market prices (interest rates,
foreign currencies) as well as other price affecting
parameters (volatilities, credit spreads). Essen Hyp
subdivides market risk into general market risk,

Operational Other risk

risk

* Processing risk Business risk

» System risk Strategic risk

* Personnel risk Reputational

risk
« External event

risk

Real estate and

« Legal risk property risk

* Participation
and equity
holding risk

* Outsourcing
risk

* Risk relating
to conditions
not in line with
the market
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which includes interest rate risk, currency risk and
volatility risk, and specific market risk, which
includes credit spread risk.

Credit risk. Credit risk involves the danger that
unexpected losses may result from a full or partial
default and/or an increase in the expected default
probability of borrowers (deterioration of credit-
worthiness). While default risk defines the danger
that a borrower may not at all or only partially make
contractually agreed upon principal or interest
payments, credit quality risk is the danger of a
deterioration in a borrower’s creditworthiness. In
addition, credit risk also comprises concentration
and cluster risk, country risk and counterparty risk
(settlement and advance payment risk as well as
replacement and performance risk).

Liquidity risk. Liquidity risk covers the current or
future danger of an institution not being able to
meet its current or future payment obligations
when due, or only to be able to do so while in-
curring losses. Essen Hyp subdivides liquidity risk
into market liquidity risk and funding risk.

Operational risk. Operational risk (Op-Risk) is the
danger of incurring losses due to inadequacy or
failure of internal processes and systems, human
error or external factors. This definition includes
legal and outsourcing risk.

Other risk. The “other risk” category includes risk
that can be quantified cither only with difficulty or
else not at all, such as e.g. business risk, strategic
risk or real estate and property risk. Essen Hyp is
aware of the existence of these types of risk and
counters potential losses by instituting a buffer in
the bank’s risk taking capability calculation.

Risk taking capability, risk limitation and limit
system

The central driving force of the risk and return
onented overall bank management of Essen Hyp
is the optimal use of its economic capital, which is
defined as that amount of capital that, with a certain
degree of probability, will have to be advanced
within a year to cover unexpected losses from risk
affected positions (99.95% confidence level,
investment period of one year). Within the scope
of the calculation the economic capital is com-
pared to the capital available for covering risk
(capital for risk coverage) in order to determine
whether in the event of a crisis there would be
enough capital available to cover potential losses.
Risk taking capability exists when all (essential)
risks are covered on an ongoing basis by the risk
coverage potential (see graph top right).

The ratio of capital for risk coverage to economic
capital over the reporting year is shown in the
adjacent graph (bottom right).
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Diagram of the risk taking capability calculation

Business risk

Operational risk

Budgeted
net income
Credit risk
Revaluation
reserve .
Market risk
Core capital

Economic capital
Capital for
risk coverage

Risk taking capability over the reporting year

%
100

80
60
40

20

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

B Market risk " Business risk
B Credit risk Capital for risk coverage

M Operational risk
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Organization of the risk management and
controlling functions

Risk management organization

An esscntial prerequisite for the effectiveness and
thus efficacy of the risk management system is a
clear and transparent risk management organization.
To ensure these qualities, the roles and responsibi-
lities of the participating organizational units and
their function within the bank wide risk manage-

Risk management organization

ment and control process are defined so as to
prevent potential misunderstandings concerning
respensibility or overlaps.

At Essen Hyp, the Board of Managing Directors
has the overall responsibility for the management
of the risks resulting from the individual activities.
In the strategic area, the Board of Managing
Directors is supported by the Credit Committee
(CC), chaired by the Chief Risk OfTicer (CRO),

Risk Committee of the Supervisory Board

Board of Managing Directors

Risk strategy

CRO

Risk controlling

Market risk Credit risk
Operational risk Liquidity risk

Other risk

cc ALCO

Back office Front office

Other risk management units

Risk types

Process monitoring: Internal Audit Department
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and by the Asset Liability Committeec (ALCO) as
well as by Board and business planning meetings.
Operational risk management according to the
bank’s stated strategy lies within the scope of
responsibility of the responsible front office and
back office units. Risk controlling is ensured,

in particular, by the Controlling Department.
Process-independent monitoring of the risk manage-
ment system is carried out by Essen Hyp’s Internal
Audit Department.

The graph on the left provides an overview of the
tasks and responsibilities defined within the scope
of the risk management organization.

Internal audit

The Internal Audit Department is an instrument

of the Board of Managing Directors of Essen Hyp
and reports directly to the Chairman of the Board
of Managing Directors. It is an essential building
block of the bank-wide monitoring system. Acting
on instructions from the Board of Managing
Directors, it provides independent and objective
audit and consulting services designed to create
added value and improve business processes. It
supports Essen Hyp in the achievement of its goals
by evaluating and helping improve operating and
business processes, risk management and controlling
as well as the bank’s internal control system with a
systematic and target oriented approach.

Based on a long-term audit plan, the Internal Audit
Department reviews and evaluates all operating

and business processes of Essen Hyp on a risk and
process oriented basis, including, more particularly,

» the functionality, efficacy, cost-effectiveness and
adequacy of the internal control system,

= the application, functionality, efficacy and
adequacy of the bank’s risk management and
controlling systems, reporting, information
systems and finance and accounting systems,

= compliance with statutory and regulatory
requirements as well as other provisions,

» compliance with corporate guidelines,
regulations and stipulations, as well as

« the regularity of all operational and business
processes, regulations and provisions for the
protection of the bank’s assets.

The Internal Audit Department draws up a written
audit report in a timely manner after completion
of the review process. The audit report contains

a description of what has been audited, the con-
clusions of the audit, an assessment of these con-
clusions and a list of recommended measures.
Implementation of the measures and recommenda-
tions stated in the report is monitored by means of
a database application.

The Supervisory Board of Essen Hyp is kept in-
formed of the most relevant findings in its regular
meetings. In addition, annually and following the
end of the financial year, the Supervisory Board
receives a comprehensive report on the most
important findings as well as on the current status
of the implementation of the pertinent measures.
Any serious deficiencies that are identified are
reported to the Chairman of the Supervisory Board
without delay.

Implementation of Basel 11/SolvV and MaRisk
The impact of Basel Il on Essen Hyp. In the first
quarter of the reporting year, Essen Hyp participated
in the Fifth Quantitative Impact Study (QIS 5). The
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results were stringently analyzed and have been
incorporated into Commerzbank AG’s consolidated
Group reporting. As a result it became apparent
that the bank, which within the scope of Basel 11
is aiming at implementing the advanced internal
rating based approach (A-IRBA), can overall look
forward to distinct relief in respect to risk assets.
In particular the home loan segment will benefit
from the new regulatory requirements. We are
currently expecting a reduction of capital require-
ments by approximately 60% as compared to the
existing Grundsatz I. With a view to this future
impact, the bank therefore acquired a home loan
portfolio in the reporting year. Furthermore, a
moderate reduction in the risk assets required can
be expected within the segment “Specialized
Lending”, which comprises commercial real
estate finance (CRE). Against this background and
by means of detailed analyses, the bank is carrying
out ongoing monitoring and assessment of all
loans for the purposes of gradual portfolio
optimization in keeping with the internal rating
based approach.

For the capital markets business as a whole we
have stated an increase in capital requirements
pursuant to Basel II. This is particularly true for
loans to borrowers governed by public law. For
Essen Hyp as a traditionally large public-sector
lending institution it is therefore of major importance
that the demonstrably low default probability of
loans to these borrowers is taken into account
when modeling the relevant rating components.
This is the only way to achieve a noticeable reduction
of the risk-adjusted capital allocation in this core
segment in the future.

The Fifth Quantitative Impact Study was carried
out using the Basel 1I computation module im-
plemented at the bank. Within the scope of an

ongoing review process the bank is gradually
integrating the relevant amendments to the Sclvency
Regulation (SolvV) that became final at the end of
the year,

Implementation status. In the past, Essen Hyp

had participated in joint projects initiated by the
Association of German Pfandbrief Banks (vdp), in
which internal rating components were developed
for the real estate finance business. The 2004 PD
(probability of default) component for commercial
real estate finance has been incorporated into the
bank’s credit procedures and was developed jointly
with BV Risk Solutions of Cologne, a subsidiary
of Bankverlag Kéln.

With reference to our home loan segment, i.e.
residential loans to private customers, since the
beginning of the reporting year Essen Hyp has
been participating in a scoring procedure developed
by Eurchypo AG to determine default probabilitics
in accordance with the Basel Il requirements.
Internal rating procedures intended to measure
PD for our business segments public-sector loans
(Federal States (Ldnder) and territorial authorities)
and/or for the capital markets business (banks)
were developed by our parent company and/or
within the scope of joint projects managed by
the vdp and Standard & Poor’s Risk Solutions,
Frankfurt.

As concerns the determination of the LGD (loss
given default) rate for real estate finance (both
commercial loans and home loans) and the sub-
sequent calculation of the future capital require-
ments according to Basel I, the bank joined a
project started by other mortgage banks at an early
stage.

The Basel Il computation module thus designed
and implemented at Essen Hyp forms the basis
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which enables us to calculate and evaluate all
financing transactions carried out by the bank
within the scope of either new business or portfolio
transactions in compliance with the pertinent
regulations stipulated by Basel 11.

Further standardization of the rating procedures
and/or the underlying methodology is aimed at
within the Commerzbank Group as part of the
implementation of Basel 1I. Since the beginning of
the financial year 2007 the bank has therefore been
mvolved in a Group-wide migration project within
which the rating components for commercial real
estate finance will be integrated into the bank’s
credit procedures.

The components used at Essen Hyp for the capital
markets and public-sector lending business (for
PD and LGD determination) currently already
correspond to the methods and procedures used at
Commerzbank AG.

The migration of the rating procedures is intended
to guarantee optimal allocation of counterparty
risk and best possible management of this type
of nisk within the Group via a standardized risk
assessment based on methodical consolidation.
In the past reporting year, the bank’s activities
within the scope of Basel II were already taking
place with a view to the beginning stages of the
supervisory review and certification of the rating
components and calculation procedures. In the first
quarter of 2007, the Bundesbank’s auditors are
expected at Essen Hyp in order to approve the
internal rating procedure for loans to banks. While
processing what is commonly referred to as cross-
reference lists, Essen Hyp has laid the foundations
for successful acceptance in collaboration with

our certification specialist colleagues at Commerz-
bank AG and with the support of the Group, via
the consulting company PwC.
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According to current plan, all internal rating
procedures at Essen Hyp will be reviewed by the
banking supervisory authority in 2007.

MaRisk implementation, With the introduction of
the Minimum Requirements for Risk Management
{MaRisk), the German banking supervisory authority
implemented the second pillar of Basel II and the
Solvency Regulation (SolvV), the so-called
“Supervisory Review Process”. The MaRisk modify
the Minimum Requirements for Trading Activities
{MaH), the Minimum Requirements for Lending
Operations (MaK) and the Minimum Requirements
for the Internal Audit (MalR). In addition to the
requiremnents concerning the formulation of strategy
and the risk taking capability, the MaRisk represent
new quantitative and qualitative requirements as
concerns risk management and monitoring at an
institution. One of the fundamental changes is the
requirement that stipulates adequate risk manage-
ment and controlling processes for interest rate
risk in the investment book. For Essen Hyp, how-
ever, this is nothing new, as much stricter require-
ments based on a gentlemen’s agreement between
the Federal Financial Supervisory Agency (BaFin)
and the mortgage banks used to apply to mortgage
banks prior to the introduction of the Pfandbrief
Act (PfandBG).

To implement the MaRisk requirements, Essen Hyp
has set up an interdisciplinary project group, which
has identified all requirements that are relevant for
the bank’s business and assigned them to partial
projects with specific work packages. The project
group was able to complete most of the projects
already by the end of 2006. Completion of partial
projects still outstanding is planned for the first
hatf of 2007. Accordingly, the MaRisk will have
been fully implemented in 2007.
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Risk management and controlliing process
Process overview

The risk management process at Essen Hyp com-
prises all activities necessary for a systematic
approach to risk handling at Essen Hyp. It consists
of the following phases: identification, evaluation
(analysis and assessment), control and communi-
cation of risk, as well as monitoring the efficacy
(effectiveness) and efficiency (adequacy) of risk
management measures.

« The goal of risk identification is a structured,
detailed and wherever possible complete detection
of all conceivable risk potential to be found at
Essen Hyp in connection with its business pro-
cesses and functional areas. Risk identification

Risk management process map

Identification

Monitcring

Communication

therefore provides the information needed for
subsequent phases.

The bank has implemented early warning
systems that vary as to type and scope on the
basis of the risk potential of our different areas
of business. These systems serve to identify
those leans and positions that begin to show
indications of risk considered to be increased

as compared to Essen Hyp’s risk profile. This
enables Essen Hyp to initiate countermeasures
at the earliest possible stage (e.g. intensive treat-
ment of loans).

The goal of strategic risk assessment is to analyze
the risks identified with regard to their risk
potential for the bank, to rank them, and to
represent them on a risk map. This quantitative

Assessment

Management
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assessment is drawn up in conjunction with a
verbal justification on the basis of the following
parameters: probability of occurrence, risk
significance and controllability.

» (Operating) risk measurement is intended to
determine the actual loss potentials and to
reconcile them with the stipulated limits. The
values thus measured are represented in the
pertinent reports.

* Risk management means active control, i.e.
actual management of the risk positions
determined as part of the risk identification
and risk analysis phases. Risk management
must be congruent with corporate goals and
the resulting goals of risk management.

* The goal of risk reporting is systematically to
process, concentrate, channel and communicate
the data obtained in connection with the previous
phases.

* In the last phase of the risk management process,
risk monitoring is intended to ensure that the
actual risk position of Essen Hyp will always
correspond to the targeted risk position stipulated
by the Board of Managing Directors. Therefore,
continuous operating control of the effectiveness
of risk management measures is central to this
phase.

Risk management with dual balance sheet
accounting

Essen Hyp draws up both individual annual financial
statements according to the German Commercial
Code (HGB) and also, within the Group, annual
financial statements according to the Internationat
Accounting Standards/International Financial
Reporting Standards (IAS/IFRS).

By comparison to German commercial law, risk
management according to IAS/IFRS is oriented to
a much greater extent on the fair value principle.
According to this principle, all financial assets and
liabilities, including financial derivatives, must
fundamentally be recognized in the balance sheet

and evaluated in respect to the category to which
they are assigned.

All financial instruments listed on an “active market”
within the meaning of IAS 39 must be valued at
fair value.

The category “Financial assets held to maturity”

is not used. Market changes are recognized as
either having a positive or a neutral effect on the
profit and loss account. This partial balance sheet
accounting at market values, often referred to as
the “mixed model”, necessitated the total interest
rate book to be structured in partial portfolios within
the scope of the overall bank management. This

is the only way in which balance sheet impacts
according to IAS/IFRS can be kept and managed
within predefined limits. The daily valuation
carried out for the purposes of IAS/IFRS accoun-
ting also helps show up potential effects of asset
liability management measures.

Market risk

Strategy. Market risk is consciously incurred within
the scope of the predefined limits and taking into
account the relevant approval powers in order to
generate earnings.

Organization. Active market risk management is
the responsibility of the Capital Markets Division.
Risk controlling is the task of the Market Risk
Department.

Management. Market risk management is both risk
and profits oriented. This involves setting market
risk limits that take into account both the use of the
economic capital and business expectations.

Risk measurement methods. Market risk is determined
on the basis of the value at risk (VaR) concept. For
these purposes, VaR is defined as the maximum
loss of a portfolio over a specified holding peri